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BENIN KEY ECONOMIC INDICATORS 


a 


1979 1980 1981 Decline in 
Dollar value 
Exchange Rate: U.S. $1.00=CFA 212.72 211.30 271.73 1980/1981 
—28 .6% 
1979 1980 1981 % change 
(based on CFA 
Statistics 
1980/1981 (a) 


Income, Production, Employment 


Gross Domestic Product (GDP) 908.85 1,064.46 976.74 
Per Capita GDP (Dols) 284.01 309.60 284.08 
Gross Fixed Investment 197.8 231.60 355.24 
Indices (1970 equals 100) 
Industrial Production N/A N/A 113.2 
Avg. Labor Productivity (Dols) N/A 589.7 N/A 
Minimum Industrial Wage 45 51.75 51.75 
Average Industrial Wage 58 N/A 65.0 
Labor Force (Wage Earners) 62,900 N/A 74,600 


Money and Prices 


Money Supply 262439 
Interest Rates 
Preferential Discount Rate 8.0% 
Basic Discount Rate 13.5% 
Maximum Commercial Rate 24.6% 
Consumer Price Index 159.2 
(1978 = 100) 


Balance of Payments and Trade 


Gross International Reserves 14.0 10.38 23.1 
External Public Debt 173.0 467.5 51.0 
Debt Service Ratio (%) 3.8 4.5 62.2 
Balance of Payments 
Current Account Deficit -168.7 -338.0 -328.9 -25.1 
Overall Account -12.9 4.8 54.2 135.2 
Trade Deficit -207.1 -379.6 -359.0 -21.6 
Exports 302.0 323.0 298.9 19.0 
US Share 793 # 0773 N/A 
Imports 509.1 702.6 658.0 20.4 
US Share 15.35 14.87 11.26 —2 .6 


Main imports from the U.S.: Used clothing, tobacco, alcoholic beverages 
All values in US$ million unless otherwise indicated 


# less than $500,000 

Area 43,483 sq. mi. 
Population 3,636,000 
Population Growth Rate 3% 





Summary: An economy which has been relatively stagnant since the 
mid-1970's, with cash crops and industrial activity down and only 
commercial activity rising, is now showing signs of some improvement. 
While Benin is basically self-sufficient in its subsistence agricultural 
production, it should see increases in its production of cash crops in 
1982.*% Heavy investment in industrial projects during the past 2-3 years 
should begin paying dividends during the current decade, assuming that 
Management problems and a worsening financial position in a number of the 
important state enterprises can be overcome. Some oil has been found, and 
mineral exploration is continuing. The Government has followed 
conservative fiscal policies and maintained reasonable control over its 
expenditures to date. Benin's debt service ratio stands at 7.3 percent. 


Benin serves as a trading center of increasing importance in the region, 
presenting opportunities to American businesspeople. Its new Development 
Plan presents additional possibilities for American business interest, as 
well. An improving political climate both toward the West and toward 
private and mixed enterprise in general make business connections more 
possible than anytime since the mid-1970's. Major imports from the United 
States in 1981 included tobacco, used clothing, and transportation 
Materials for road development. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Most recently, the economic stability of the Beninese economy has wavered 
in response to the devaluation of the French franc. (The currency of the 
West African franc zone is directly based upon the French franc at a ratio 
of 50 CFA to 1 FF. This was done to maintain a stable basis for the 
economies of the franc zone.) The effects of devaluation are hardly 
minor. World prices outside the franc zone will continue to rise without 
regard for the decreasing world demand for primary goods and its effect on 
the supplying economies. Also, the relatively high national debt of Benin, 
calculated for the most part in U.S. dollars, will add further aggravation 
to an already financially troubled economy in both medium and long terms. 
Over the past several years, inflation in Benin has been approximately 12 
percent, climbing to 15 percent in 1982. Unadjusted per capita GDP has 
hovered in the $300 range, making Benin one of the world's poorest 
countries. In real terms GDP has increased about 1.2 percent per year 
during the 1970's, stagnating during the last half of the decade. In 1981 
it increased in real terms by 1.8 percent, according to the Ministry of 
Plan. 


The Beninese Government has pursued relatively conservative fiscal 
policies, resulting in current budgetary surpluses during the 1976-80 
period, and the maintenance of a debt service ratio at a rate of less than 
5 percent. Since 1980 there has been increased reliance on medium and 
long-term loans, usually project related and on concessionary terms, with 
the debt service ratio rising to 7.3 percent in 1981. The balance of 
payments shows a growing deficit in goods and services until in-bound 
capital flows are included to place it in a surplus position. 


*This report was submitted in November 1982. 





AGRICULTURE 


The Beninese economy has historically been dependent upon a combination of 
agricultural products, some minerals, and most often transit trade (both 
recorded and unrecorded) with Niger, Upper Volta, and more recently with 
Nigeria. Benin's second Development Plan (1983-87) places primary emphasis 
on the agricultural sector and the creation of the necessary infrastructure 
to support it. 


The most important sector in the economy, agriculture, supports 83 percent 
of the population. It provides almost 55 percent of Benin's foreign 
exchange earnings and 45 percent of its GDP. Production of cash crops 
declined markedly during the 1970's due to droughts and misallocation and 
mismanagement of state resources. 


Arable land in the southern, more tropical areas produces most of the 
export and food crops for the nation. The central and northern areas 
produce more industrial crops with their drier climate. The major export 
crop, palm oil, suffered an immense setback following very serious droughts 
in both 1976 and 1977. Until 1982, palm plantations throughout the nation. 
have been functioning at approximately one-HKalf their production capacity. 
The early part of the 1982 growing season was threatened by insufficient 
rainfall followed by an unprecedented season of heavy rains. Still, the 
year's production figures are projected at 35,000 tons of palm oil as 
compared to 27,000 tons in 1981. Cotton, coffee and peanut production is 
also projected to show a marked increase this year. 


Generally, agricultural food production, although low, has remained 
relatively steady for staple crops such as cassava, yams and corn, as well 
as for beans and sorghum. Even though production has been somewhat 
constant, the consumer market prices have been fluctuating greatly since 
the early spring of this year. 


The fishing industry's production levels have been increasing steadily 
Since 1978, but as in other sectors it is unable to keep up with the 
increasing demands of a growing population. In 1978 and 1979 Benin was 
obliged to import 7,000 tons of fish each year. Although the industry 
provided almost 22 pounds of fish per capita in 1980, three times the meat 
production for that year, Benin continues to import small quantities of 
fish. Relative production is declining, however, as limited technology 
fails to keep pace with domestic needs based on the population increase, as 
well as potential demand in the export market. There are several schemes 
for the development of this sector, but to date insufficient planning and 
necessary funding are impeding potential progress. The most recent project 
(internationally funded for the promotion of the industry and fishing 
cooperatives provides one net, one motorized boat, and one motor to groups 
of 20-25 fishermen in the hopes of increasing small-scale production. 





INDUSTRY 


The Beninese industrial sector, predominantly agriculturally oriented, was 
based traditionally on the production of crops such as palm, palmetto, 
peanuts for oil and fat products, and cotton for textile products, along 
with the national beverage industry. Although these industries represent 
80 percent of the national industrial contribution, since 1975 the sector's 
contribution to the gross national product has decreased from 9 percent to 
5 percent in 1981, particularly due to widespread nationalization of the 
industries and subsequent management and financial problems. 


Beginning in the late 1970's, Benin embarked upon a program of large-scale 
investment in important industrial projects, resulting in an increase in 
its gross fixed investment of almost 100 percent from 1980 to 1981. The 
most important projects are the Save sugar complex, to come on stream in 
1983 with an annual production goal of 45,000 tons annually; the new cement 
Plant which began production during the second half of 1982 at Onigbolo; 
and the Seme oilfield project. A tomato concentrate factory is nearing 
completion in Natitingou, as well as a corn processing plant in Bohicon. 
Assuming these projects are all successful, Benin's industrial base should 
account for over 25 percent of the Gross National Product by 1990. The 
State has about a 50 percent share in industrial investments, Beninese 
entrepreneurs 10 percent, and 40 percent comes from foreign interests. 


Projects totalling 60 billion CFA (approximately $176 million) are being 
Planned in the industrial sector for the years 1983-87. They include 
plants to make yam flour, plastic products, and salt from the sea. The new 
Development Plan aims to create a consumer base to support processed 
agricultural products, light consumer goods, such as housewares and 
motorbikes, and intermediate industrial goods such as tools and spare parts. 


MINING 


Mining in Benin is receiving more attention as projects increase for the 
exploitation of existing minerals. There are important limestone deposits 
in the Pobe region which will be used in the joint Nigerian-Beninese cement 
Plant at Onigbolo. Marble deposits discovered in the Zouregion are to be 
exploited by a joint Beninese-Libyan firm by 1983. Gold, phosphate, and 
kaolin are all known to exist in exploitable quantities. Both the UNDP and 
the USSR have mineral survey teams working in different parts of the 
country. 


ENERGY 


Benin's current annual electricity consumption rate is just over 100 
million kilowatt hours. The country holds a contract with nearby Ghana, 
which sells electricity to both Benin and Togo. The gap between the demand 
and that supply is filled by several smaller generators in Cotonou, Bohicon 
and Parakou. The Societe Beninoise d'/Electricite et d'Eau is currently 
developing a proposal jointly with its Togolese counterpart to build a 
hydroelectric plant on the Mono River in Benin's southwest. The proposed 
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Plant will have a 60 MW-potential. Because Benin's contract with Ghana is 


due to expire at the end of 1983, Benin would ideally like to have the 
project underway early in 1983. 


A Norwegian oil firm under contract to the Beninese Government began 
production in the Seme offshore oil field in October 1982, at the same time 
that it continues its drilling program. A second offshore area is likely 
to be opened up for exploratory drilling in mid-1983. 


TRANSPORTATION 


The transportation sector is one of the weakest elements of the Beninese 
infrastructure. The Beninese are in desperate need of a comprehensive 
transportation development plan. The present system of roads, rail lines, 
and air transport is functioning at full capacity, but it is considered 
hopelessly insufficient for the present needs of the country, not to 
mention the future needs. The Governments of Benin and Niger are 
considering the extension of the Cotonou-Parakou railroad to Niamey. There 
is also a project to rebuild that portion of the line extending from 
Cotonou to Save. Both of these endeavors are in anticipation of increased 
trade with Niger and the development of industries in the northern part of 
the country. Some international funds have already been pledged for the 
development of the highway system, but the actual work is proceeding 
relatively slowly. 


Air transportation, both incoming/outgoing and transit, is doing well in 
Benin. Cotonou is the second busiest freight terminal in the entire Air 
Afrique network. Although air cargo operations have suffered as a result 
of the tightening up of the Nigerian border against smuggling activity, as 


well as the decline in Nigerian purchasing power generally, nevertheless, 
they remain relatively strong at the end of 1982. 


The expansion of the Cotonou port is basically complete. The port is now 
prepared to handle up to 3 million tons of cargo per year. With the 
raising of customs duties in 1981, there is some evidence that some 
business has fallen away to the Lome port, where duties are lower. 


COMMERCE 


The service sector comprises 42 percent of GDP, of which more than half 
consists of commercial activity. Most remains under private control. 
Despite a relatively stagnant overall economic performance in recent years, 
this sector has continued to grow. Benin is an important regional trading 
center. 


IMPLICATIONS FOR THE UNITED STATES 


As a whole,U.S. trade with Africa has been on the increase over the past 
several years, representing about 8 percent of U.S. global trade. U.S. 
exports to Benin consisting primarily of used clothing, tobacco, and 
alcoholic beverages, now appear to be on the increase after a drop from 
$14.9 million in 1980 to $11.26 million in 1981. U.S. exports amounted to 
$13.1 million in the first six months of 1982 alone. U.S. imports from 
Benin have been consistently very low, comprised of miscellaneous 
products. For the first six months of 1982 they did not reach even 
$500,000. 
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American business dealings with Benin have been rather limited, frequently 
involving U.S. AID funded projects. After the proclamation of the 
revoluation in late 1974, relations between Benin and the West worsened, 
dampening private international business interest in this country. A 
desire to get the economy moving again has obliged the Government to shift 
its attitude in favor of private enterprise, improving the overall business 
Climate. Concomitantly, relations have improved recently between the West 
in general and the United States in particular and Benin, with one of the 
results being a far greater receptivity toward United States’ and other 
badly needed Western investment. A new liberal investment code was 
promulgated in May 1982. 


New opportunities are opening in the tourism industry, in industrial and 
commercial construction, agribusiness, and fisheries. Tourism, in 
particular, is receiving renewed emphasis. A recently opened and rapidly 
successful Sheraton Hotel has succeeded in drawing increased numbers of 
persons to stay in Cotonou, and officials would like to attract another 
well-known American hotel chain to Benin. A tourism promotion campaign is 
expected to begin, emphasizing the exellent game park in the north and 
other features. 


There are a number of small private firms interested in joint import/export 
ventures. Although they do have reasonably good domestic records, for the 
most part, these firms have little or no international experience. A 
businessman needs to check out his potential partner carefully, before 
proceeding. 


Other areas of interest to U.S. exporters still include cereals (rice and 


millet), canned goods, capital equipment, used clothing (presently the 
number one import from the U.S.), tobacco and products, and other consumer 
goods. Benin's Round Table in the first quarter of 1983 will inaugurate 
its 1983-87 Development Plan. Individual projects should offer a number of 
opportunities for the sale of American goods or investment of Amer ican 
capital, and businesspeople are encouraged to consult the new Plan. 


Although the political climate in Benin appears to be Changing for the 
better for U.S. business, it is still advisable to contact the American 
Embassy in Benin and also the U.S. Department of Commerce for the latest 
information on the political and economic situation. 


*% U.S. GOVERNMENT PRINTING OFFICE: 1983—381-007/98 
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